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sence of Co-operative principles that there should ~ be 
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VAUL , 19 benefits but of responsibility. A Comoperator there- 
arging his obligations as a citizen, as well as enjoy- 


r\ ing the privileges which citizenship confers, He does not seek advantages 
\ a which are not available to the general community, The Co-operative Movement 
y \| expects to pay its fair share towards the Nation's revenue. 
\ 


By a Contrary to the belief of many people, a Co-operative which trades in 
y At the same manner as an ordinary business pays each and every tax which is 
i \ levied on Companies. 
x There is however, a vast difference in the constitution and methods of 


iS IK operation of a Co-operative organization and these of a private Company. Co~ 
7) iC] operatives are based on the principle of mutuality, and are instituted for 
re uy the benefit of their members and not for tne purpose of making profits from 
| | .. the community, All members have equal voting power irrespective of the 
amount of their shareholding. 
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_ Tho shares of a Co-operative are not offered on the Stock Exchange or i: 
any public manner, and as membership is open, a newcomer can obtain shares a% 
par, Tho amount of shares that a member may hold in a Co-operative is limited, 
and tho rate of dividend on capitel is also restricted by law. 
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Reserves can only be distributed in the case of winding-up of a Oo-opera- 
tive. In no way therefore can the subscription of capital to a Co-operative be 
regarded as an investment. <A person must take shares in order to become a mom- 
ber, In many cases no dividend is paid on capital, but where dividends are 
paid the amount concerned is so small that tax is not charged to the Oo-opera- 
tive on such distributions. This only applies to those Co-operatives which 
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5 ze transact at least 90% of their total business with their own members, 
a 
E i A co-operative which does less than 90% of its total business with its 
as is own sharcholders is regarded under the Income Tax Assessment Act as being a 
it, M Company and is taxei as stich. 
» \) There has been much publicity in regard to rebates paid by Co-operatives, 
Sa: and suggestions have been made thet these should be taxoias profits. To do so 
ao IN would be manifestly unfair as it would amount to discrimication against Co- 
ay \ operatives unless all businesses were taxci on discounts or mark-downs, There 
a is no difference or distinction in a price reduction made at the time of sale 
i ‘a and one allowed at the end of an accounting period. 
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A person joins a Co-operative Producors’ Organi mtion to effect savings in 
processing and/or marketing his farm produce. Or he joins a Consumers! Co- 
operative to enable him to make savings on the purchase and distribution of 
commodities which he needs. 
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A number of persons working together under proper management must reduce 
overhead charges, and tho savings made aro returned to mombers in proportion 
to the amount of business they have done with the Co-operative, By no stretch 
of imagination can thoy be regarded as a gain or profit. 
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The cream delivered to the factory for processing belongs to the individual 
farmer, not to tho fnctory, and any surplus distributed is not a profit to the 
factory, but belongs to the farmer and is taxable in the hands of the farmer. 
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Two things aro ossential to the woll~boing of the Nation's economy. 
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(1) Increased ‘primary production, 
(2) Reduction in living costs. 
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aay: \ , It is the very essence of Co-operative principles that there should - be 
|. a sharing, not only of benefits but of respongibility. A Co-operator there- 
\ ( fore believes in discharging his obligations as a citizen, as well as enjoy- 

ry \! ing the privileges which citizenship confers, He does not seek advantages 

\ a which are not available to the gencral community, ‘The Co-operative Movement 

y \| expects to pay its fair share towards the Nation's revenue. 


\ Contrary to the belief of many people, a Co-operative which trades in 
\ the same manner as an ordinary business pays each and every tax which is 
levied on Companies. 


: 

\ H 
| N There is however, a vast difference in the constitution and methods of 
pe IK operation of a Co-operative organization and these of a private Company. Co-~ 
g ©] operatives are based on the principle of mutuality, and are instituted for 

. the benefit of their members and not for tne purpose of making profits from 
iN .. the community, All members have equal voting power irrespective of the 
amount of their shareholding. 
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The shares of a Co-operative are not offered on the Stock Exchange or in 
any public manner, and as membership is open, a newcomer can obtain shares at 
par, The amount of shares that a member may hold in a Co-operative is limited, 
and the rate of dividend on capitel is also restricted by law. 


te ngs . 
(a gape ae 
Stee SE 


ee 


Reserves can only be distributed in the case of winding-up of a Co-opera- 
Vi tive. In no way therefore can the subscription of capital to a Co-operative be 
ae regarded as an investment. A person must teke shares ay order to become @ mem— 

a \\ ber. In many cases no dividend is paid on capital, ee where dividends are 

-f \' paid the amount concerned is so small that tax is not charged to the Oo-opera- 
i tive on such distributions. This only applies to those Co-operatives which 

5 a transact at least 90% of their total business with their own members, 
Us 

mo A co-operative which does less than 90% of its total business with its 

gages own sharcholders is regarded under the Income Tax Assessment Act as being a 

i MI Company and is taxed as stich, 

™ \) There hag been much publicity in regard to rebates paid by Co-operatives, 

J os and suggestions have been made that these should be taxo t QS Profits. To do so 
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ee \ operatives unless all businesses were taxci on discounts 97 mark-downs. There 
i is no difference or distinction in a price reduction made at the time of sale 
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\ \ A porson joins a Co-operative Producers’ Organi m<ion to effect ae in 

ms ( processing and/or marketing his farm produce, Or he joins a Cee Co 

\ ia operative to enable him to make savings on the purchase and distribution of 

J | za commodities which he needs. 

he ‘ A number of persons working together under proper management must reduce 
\' overhead charges, and tho savings made aro returned to monibers in is acgekan Ny 
ie to the amount of business they have done with the Cooperative, By no stretch 
\} of imagination can they be regarded as a gain or profit. 
iN Tho cream delivered to the factory for processing belongs to the individual 
\| farmer, not to the fnctory, and any surplus distributed is not a profit to the 


factory, but bolongs to the farmer and is taxable in the hands of the farmer. 
Two things are essential to the well~being of the Nation's economy. 
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\ (1) Increased ‘primary production, 
(2) Reduction in living costs. 
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From aie 194 aS wo ee i Te on i aN Reig aes appears in the 
"Queensland Co~operator.! We refer to these questions because their problems in 
Australia seom to be so much like those of Canadian Co-operatives. We are publishing 
in full, an editorial entitled "Should Co-operatives Be Taxed?" This editorial 
appeared in the May - June issue of "The Queensland Co-operator." We feel sure you 
thee ye Hao ag Ae in the information end the los unene advanced. 
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The eae onan eordene a means by which bade eaten pe object may ie 
achieved. In every country of the world, Governments have recognized the national 
value of Co-operatives, and have encouraged them by appropriate legislation. 


Co-operatives have a big role to play in the matter of extending rural production. 
To the extent that they hrndle or manufacture exportable surpluses they become even 
more important in the national economy than their already necessary part in providing 
the nation's food, , : : 


To be effective Co-operatives must maintain their buildings and plant in a thoroug 
ly officient state, and use every possible means of ensuring the highest degree of qual 
ity and purity of tho product they market. New Zealrud has recognized this and agricul 
ural Co-operatives do not have to pay tax on operating savings, held for the following 
purposes:- "Rebuilding, extending, or re-equipping factories or for providing vehicles 
for transporting the Company's requirements or products, for research or for sae ke 
the marketing or for the marketability of the Company's own products." 


The Co-operative Union of Queensland belicves that it would be in the National - 
interest to follow Now Zealand's cxample in this respect. There has been sitting 
recently in our Sister Dominion, a Taxation Committee to deal amongst othe x, matters, 
with taxation of Co-operatives, ae their report states, inter alia: 


"396, No exception can be taken to the privileges enjoyed by pure producer Co-opera- 
tives under the existing law, . . 

A Co-operative Dairy Company should be allowed to distribute its profits free 
of tax to its suppliers in proportion to the quantity and/or quality oftheir supply. 
Those profits of course will augment the producer's income and attract income tax ~ — 
against the producers, 

With respect to the (New Zealand's) Commissioner's existing practice of not 
assessing undistributed profits of such producer Companies, no exception should be 
taken if such undistributed profits are using for rebuilding, extending, or re-equipp- 
ing factories or for providing vehicles for transporting the Company's requirements 
or products or for research or for improving the marketing or the marketability of the 
Company's own products. 

When the suppliers of a dairy factory forego part of the pay-out to which they 
are entitled for the purpose above mentioned they are acting mainly for the benefit. oe 
future suppliors and FOR THE BENEFIT OF THE COUNTRY AS A WHOLE,"- 


The Co-operative Union of Queensland believes that amendment of Income Tax in 
respect to resorves allocated and used purely for the purpose of erecting buildings 
and installing or replacing plant, etc., as recommended by the New Zealand Taxation 
Commission and recasting of Soction 118, would definitely help rural Ramadi 2. 
and tend to considerably increase primary production, 


As Section 118 sence at present, if a Co-operative fails to do 90 per cent of 
its business in any onc of the five categories specified, the whole of its business 
becomes taxable as an ordinary Company for that year. 


Take the case of a Butter Factory supplying ice to itg members and others, Altho 
relatively small in proportion to the business of butter-making which is the primary ~ 
object of the Co-operative, 90 per cent of this trading in ice must be dorie with mem— 
bers or the WHOLE of the Association's business is subject to tax as a Company. Must 
this rural community which is ineligible for membership because they are not primary 
producers be denied the amenity of ice for food conservation because the Butter Fect— 
ory is penalised by being taxed on the whole of its transactions? 


The Co- -operative Union of Queensland feels that this was never intended he the 
ease NRE) ae one heh Re a review of this clause, 
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AUGUST. HIGHLIGHTS - 


The August highlights were:- the Electrical Appliances Show staged at Lacombe 
by the local rural electrification associations, the appliance dealers, and Calgary 
Power Limited; and the Paddle Valley Rural Electrification Association banquet, 
celebrating turning on of the power for their seventy members. More about these 
later. 
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